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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report 
we  include  a  listing  of  all  recommendations  together 
with  a  notation  as  to  whether  the  agency  concurs  or 
does  not  concur  with  each  recommendation.   This  listing 
serves  as  a  means  of  summarizing  the  recommendations 
contained  m  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.   The  full  reply  of  the  Board  of  Pardons  and 
the  Department  of  Institutions  is  included  in  the  back 
of  this  report. 


Page 


Adopt  regulations  and  seek  any  necessary 
legislation  to  provide  for  less  than  full 
board  preparole  interviews. 

Board  of  Pardons  Reply:   Concur. 
See  page  16. 

Take  steps  necessary  to  ensure  the 
accuracy  of  Board  of  Pardons  accounting 
records . 

Department  of  Institutions  Reply:   Concur. 
See  page  18. 
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COMMENTS  - 

GENERAL 

The  Board  of  Pardons  was  created  in  1955.   The 
board  consists  of  three  regular  members  and  one  auxil- 
iary member  who  are  appointed  by  the  Governor  with  the 
advice  and  consent  of  the  Senate.   At  least  one  board 
member  is  to  have  particular  knowledge  of  Indian  cul- 
ture and  problems.   The  board  is  responsible  for  over- 
seeing Montana  inmate  parole  and  furlough  programs  and 
for  reviewing  and  making  recommendations  to  the  Gover- 
nor on  all  cases  of  executive  clemancy. 

The  Board  of  Pardons  staff  is  located  m  Deer 
Lodge  and  consists  of  an  executive  secretary,  a  hear- 
ings examiner,  a  full-time  secretary,  and  a  part-time 

secretary. 

The  Executive  Reorganization  Act  of  1971  sets 
forth  the  qualifications  for  board  members  and  attaches 
the  board  to  the  Department  of  Institutions  for  adminis- 
trative purposes  only.   Pursuant  to  the  Executive 
Reorganization  Act,  the  Department  of  Institution's 
Management  Services  Division  performs  accounting  and 
budgeting  functions,   including  the  maintenance  of 
payroll  and  leave  records,  for  the  board.   The  board 
makes  its  own  policy  decisions. 

The  fiscal  year  1978-79  "Annual  Report  of  the 
Board  of  Pardons"  indicates  the  board  reviewed  731 


cases  during  the  fiscal  year.   Activity  included  grant- 
ing 267  paroles  and  11  furloughs,  discharging  103 
parolees  from  supervision,  and  making  recommendations 
to  the  Governor  on  3  pardon  requests .   The  board  re- 
turned 101  parole  violators  to  prison  during  that 
fiscal  year. 

We  performed  a  financial/compliance  audit  of  the 
board's  General  Fund  accounts  for  fiscal  year  1978-79. 
We  excluded  the  Federal  and  Private  Revenue  Fund  activ- 
ities from  our  audit  since  they  are  audited  under  a 
contract  including  all  Comprehensive  Employment  Train- 
ing Act  moneys.   The  objectives  of  the  audit  were  to: 
(1)  determine  if  the  board's  financial  statements 
present  fairly  its  financial  position  and  results  of 
operations  for  the  fiscal  year  ended  June  30,  1979,  (2) 
determine  if  the  board  complied  with  applicable  laws 
and  regulations;   and  (3)  make  recommendations  for 
improvements  in  the  management  and  internal  controls  of 
the  board. 

We  wish  to  express  our  appreciation  to  the  Board 
of  Pardons  and  their  staff  and  the  staff  of  the  Depart- 
ment of  Institutions  for  their  cooperation  and  assis- 
tance during  the  audit. 
INTERNAL  CONTROL 

As  part  of  our  examination,  we  reviewed  and  tested 
the  board's  system  of  internal  controls,  and  the  Depart- 
ment of  Institutions'  system  of  internal  controls  as  it 


relates  to  services  provided  the  board,  to  establish  a 
basis  for  reliance  thereon  in  determining  the  nature, 
timing,  and  extent  of  other  auditing  procedures  neces- 
sary for  expressing  an  opinion  on  the  financial  state- 
ments and  to  assist  in  planning  and  performing  our 
examination  of  the  financial  statements. 

The  objective  of  internal  accounting  control  is  to 
provide  reasonable,  but  not  absolute,  assurance  as  to 
the  safeguarding  of  assets  against  loss  from  unautho- 
rized use  or  disposition,  and  the  reliability  of  finan- 
cial records  for  preparing  financial  statements  and 
maintaining  accountability  for  assets.   The  concept  of 
reasonable  assurance  recognizes  that  the  cost  of  a 
system  of  internal  accounting  control  should  not  exceed 
the  benefits  derived  and  also  recognizes  that  the 
evaluation  of  these  factors  necessarily  requires  esti- 
mates and  judgments  by  management. 

Our  study  and  evaluation  of  the  board's  and  depart- 
ment's systems  of  internal  accounting  control  for  the 
fiscal  year  1978-79  would  not  necessarily  disclose  all 
weaknesses  in  the  systems  because  it  was  based  upon 
selective  tests  of  accounting  records  and  related  data. 
We  found  no  material  weaknesses. 
INTERVIEWING  INMATES 

Section  46-23-202,  MCA,  and  the  Administrative 
Rules  of  Montana  require  the  board  to  interview  eli- 
gible inmates  before  ordering  their  parole.   Currently, 


board  staff  members  (the  executive  secretary  and  the 
hearings  examiner)  interview  inmates  incarcerated  out 
of  state  and  at  the  Swan  River  Youth  Camp.   The  staff 
members  present,   for  board  action,  results  of  the 
interviews  at  the  regular  board  meetings.   Related 
out-of-state  travel  expenses  for  fiscal  year  1978-79 
were  approximately  $2,000.   A  board  member  who  resides 
in  the  Billings  area  interviews  inmates  at  the  Life 
Skills  Training  Center  in  Billings. 

A  May  1977  Montana  State  Attorney  General  opinion 
ruled  that  the  State  Board  of  Pardons  may  conduct 
parole  revocation  hearings  using  a  single  member  desig- 
nated by  the  board  chairman.   This  opinion  did  not 
address  interviews  performed  before  ordering  parole. 

This  approach  to  the  preparole  interview  process 
appears  reasonable.   The  rationale  and  authority  of  the 
attorney  general's  opinion  appear  to  also  be  applicable 
to  parole  hearings.   The  board  should  adopt  regulations 
and  seek  any  necessary  legislation  consistent  with  the 
attorney  general's  opinion  to  allow  less  than  full 
interviews  for  parole  hearings. 

RECOMMENDATION 

We   recommend   thai   the  board  adopt  regulations  and  seek  any 
necessary    legislation    to    provide    for    less    than   full    board 
preparole  interviews. 


ACCOUNTING  ERRORS 

The  board's  State  Telephone  System  charges  for  the 
entire  fiscal  year  were  erroneously  paid  by  the  Depart- 
ment of  Institutions,  Probation  and  Parole  Bureau. 
This  caused  a  $1,959  understatement  of  expenditures  in 
the  Board  of  Pardons'  General  Fund  accounts. 

The  Federal  and  Private  Revenue  Fund  financial 
activity  reported  in  the  accompanying  financial  state- 
ments relates  entirely  to  Comprehensive  Employment  and 
Training  Act  (CETA)  contracts.   Although  we  did  not 
audit  this  fund,  we  noted  that  CETA  moneys  received  by 
the  Department  of  Institutions  for  the  Board  of  Pardons 
were  not  entirely  transferred  to  the  board's  accounts 
by  June  30,  1979.   This  caused  cash  to  be  overdrawn  by 
$3,516  in  the  board's  Federal  and  Private  Revenue  Fund 
at  fiscal  year-end. 

We  provide  this  information  to  disclose  accounting 
errors  which  should  be  considered  in  the  budget  pro- 
cess. 

RECOMMENDATION 

We  recommend   that  the  Department  of  Institutions  take  steps 
necessary  to  ensure  the  accuracy  of  Board  of  Pardons  account- 
ing records. 

PRIOR  AUDIT  RECOMMENDATIONS 

Our  previous  audit  report  on  the  Board  of  Pardons 
(August  1976)  contained  eight  recommendations.   The 
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board  and  the  Department  of  Institutions  are  in  compli- 
ance with  seven  of  the  recommendations.   They  are  in 
partial  compliance  with  the  recommendation  to  maintain 
the  file  of  authorized  signatures  for  board  expendi- 
tures on  a  current  basis.   One  signature  is  omitted 
from  this  file. 


AUDITOR'S  REPORT  AND  FINANCIAL  STATEMENTS 


MORRIS  L   BRUSETT.  CPA 

LEGISLATIVE    AUDITOR 


STATE  OF  MONTANA 


(Offici^  uf  tl|c  llicv^is latin c  ^ubitur 


STATE  CAPITOL 

HELENA.  MONTANA  59601 

406/449-3122 


ELLEN  FEAVER,  CPA 
DEPUTY    LEGISLATIVE    AUDITOR 

JOHN  W   NORTHEY 
STAFF  LEGAL  COUNSEL 


To  the  Legislative  Audit  Coimnittee 
of  the  Montana  State  Legislature: 

We  have  examined  the  Balance  Sheet  of  the  General 
Fund  of  the  Board  of  Pardons  as  of  June  30,  1979,  and 
the  related  statements  of  operations  and  changes  in 
fund  balance  for  the  year  then  ended.  Our  examination 
was  made  in  accordance  with  generally  accepted  audit- 
ing standards  and,  accordingly,  included  such  tests  of 
the  accounting  records  and  such  other  auditing  proce- 
dures as  we  considered  necessary  in  the  circumstances. 

We  did  not  examine  the  financial  statements  of 
the  Federal  and  Private  Revenue  Fund  and  we  express  no 
opinion  on  them.   However,  $3,516  in  revenue  received 
by  the  Department  of  Institutions  for  the  Board  of 
Pardons  was  not  transferred  to  the  board's  Federal  and 
Private  Revenue  Fund  accounts  during  fiscal  year 
1978-79.   This  violation  of  generally  accepted  account- 
ing principles  materially  misstates  revenue,  assets, 
and  fund  balance  on  the  accompanying  Balance  Sheet, 
the  Statement  of  Revenue  Compared  with  Revenue  Esti- 
mates, and  the  Statement  of  Changes  in  Fund  Balance 
for  the  Federal  and  Private  Revenue  Fund. 


The  board  has  not  maintained  accounting  control 
of  its  general  fixed  assets  and,  accordingly,  a  state- 
ment of  general  fixed  assets,  required  by  generally 
accepted  accounting  principles,  is  not  included  in  the 
financial  statements. 

In  our  opinion,  the  accompanying  financial  state- 
ments present  fairly  the  financial  position  of  the 
General  Fund  of  the  Board  of  Pardons  at  June  30,  1979, 
and  the  results  of  operations  of  that  fund  for  the 
year  then  ended,  in  conformity  with  generally  accepted 
accounting  principles  which,  except  for  the  change  in 
the  method  of  restating  cash  as  discussed  in  Note  4  to 
the  financial  statements,  have  been  applied  on  a  basis 
consistent  with  that  of  the  preceding  year. 

The  accompanying  Schedule  of  Expenditures  by 
Object  is  not  necessary  for  a  fair  presentation  of  the 
financial  statements,  but  is  presented  as  additional 
analytical  data.  This  information  has  been  subjected 
to  the  tests  and  other  auditing  procedures  applied  in 
the  examination  of  the  financial  statements  mentioned 
above  and,  in  our  opinion,  is  fairly  stated  in  all 
material  respects  in  relation  to  the  financial  state- 
ments taken  as  a  whole. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 

April  18,  1980 


BOARD  OF  PARDONS 
ALL  FUNDS 
BALANCE  SHEET 
JUNE  30,  1979 


General 
Fund 


Federal 
and  Private 
Revenue  Fund 
(Unaudited  - 
See  Note  5) 


Assets 
Current  Assets  Available 
and  Authorized  to  Pay 
Accounts  Payable 
Total  Assets 


Liabilities  and  Fund  Balance 
Cash  in  Treasury  Overdrawn 
Accounts  Payable 
Fund  Balance 
Total  Liabilities  and  Fund  Balance 


$4,223 

$4,223 

$-0- 

$4,223 

$3,516 
349 
(3,865) 

$4,223 

$-0- 

See  accompanying  Notes  to  Financial  Statements. 


BOARD  OF  PARDONS 
ALL  FUNDS 
STATEMENTS  OF  EXPENDITURES  COMPARED  WITH  APPROPRIATIONS 
FISCAL  YEAR  ENDED  JUNE  30,  1979 

CETA 
Contract 
(Unaudited- 
Administration        See  Note  5) 

General  Fund 

Appropriations  $79,581 

Expenditures  73,504 

Unexpended  Balance  $  6,077 


Federal  and  Private  Revenue  Fund 

Appropriations  $8,997 

Expenditures  8,392 

Unexpended  Balance  $  605 


BOARD  OF  PARDONS 

FEDERAL  AND  PRIVATE  REVENUE  FUND 

STATEMENT  OF  REVENUE  COMPARED  WITH  REVENUE  ESTIMATES 

FISCAL  YEAR  ENDED  JUNE  30,  1979 

(Unaudited  -  See  Note  5) 


Revenue  Description  Estimated  Actual 

CETA-PSE  $9,798  $4,527 


See  accompanying  Notes  to  Financial  Statements. 
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BOARD  OF  PARDONS 
ALL  FUNDS 
STATEMENTS  OF  CHANGES  IN  FUND  BALANCES 
FISCAL  YEAR  ENDED  JUNE  30,  1979 


General 
Fund 


Federal 
and  Private 
Revenue  Fund 
(Unaudited  - 
See  Note  5) 


BALANCE  AT  JULY  1,  1978 


$  -0- 


$  -0- 


SOURCES : 
Revenue  and  Income 


Appropriations 

79,581 

Prior  Year  Expenditure  Adjustment 

513 

Total  Balance  plus  Sources 

80,094 

USES: 

Expenditures 

73,504 

Expenditures  Charged  to  Prior  Year 

Appropriation 

513 

Appropriations  Reverted 

6,077 

Total  Uses 

80,094 

BALANCE  AT  JUNE  30,  1979 

$  -0- 

4,527 


4,527 


8,392 


8,392 
$(3,865) 


See  accompanying  Notes  to  Financial  Statements. 
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BOARD  OF  PARDONS 
NOTES  TO  THE  FINANCIAL  STATEMENTS 
FISCAL  YEAR  ENDED  JUNE  30,  1979 

1.    SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

The  board's  financial  statements  were  prepared 
from  the  Statewide  Budgeting  and  Accounting  System 
( SBAS ) . 

Basis  of  Accounting 

The  state  of  Montana  utilizes  the  modified  accrual 
basis  of  accounting.   Under  the  modified  accrual  basis 
of  accounting,  revenues  are  recorded  when  received  in 
cash  unless  susceptible  to  accrual  and  expenditures  are 
recorded  when  a  valid  obligation  is  incurred. 

Revenues  are  susceptible  to  accrual  if  they  are 
measurable  and  available  to  finance  expenditures  of  the 
fiscal  period  or  are  not  received  at  the  normal  time  of 
receipt. 

With  the  following  clarifications,  a  valid  obliga- 
tion exists  when  the  associated  liability  is  incurred. 

--If  the  appropriation  provided  funds  to  complete  a 
given  project,  the  entire  amount  of  a  service 
contract  may  be  accrued  even  though  the  services 
are  rendered  in  fiscal  years  subsequent  to  the 
fiscal  year  in  which  the  expenditure  is  accrued. 

--The  anticipated  cost  of  ordered  equipment  is 
expensed  in  the  fiscal  year  in  which  budgeted. 

--Goods  ordered,  but  not  received  as  of  the  fiscal 
year-end,  may  be  accrued  if  the  purchase  order  was 
issued  in  the  fiscal  year  in  which  the  anticipated 
expenditure  is  to  be  accrued. 
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— The  liability  amount  associated  with  unused  accumu- 
lated vacation  and  sick  leave  at  June  30,  1979,  is 
maintained  on  an  hourly  basis  rather  than  by 
dollar  amount.   The  monetary  liability  is  not 
calculated  until  an  employee  terminates.   Upon 
termination,  qualifying  employees  are  paid  at 
their  current  pay  rate  for  100  percent  of  accumu- 
lated vacation  and  25  percent  of  unused  sick 
leave. 

2.  RETIREMENT  PLAN 

Employees  are  covered  by  the  Public  Employees' 
Retirement  System,  a  contributory  plan  under  which  the 
state  contributes  6.2  percent  of  an  employee's  gross 
wages  and  the  employee  contributes  6  percent  of  his 
gross  wages  to  the  plan.   The  board  incurred  pension 
costs  of  $3,237  during  fiscal  year  1978-79. 

The  state's  policy  is  to  fund  accrued  pension 
costs.   At  June  30,  1978,  the  Public  Employees'  Retire- 
ment System  was  actuarially  sound.   The  unfunded  past 
service  costs  and  the  actuarially  computed  value  of 
vested  benefits  were  not  readily  available  for  members 
of  the  plan  employed  by  the  board. 

3.  GENERAL  FUND  BALANCE 

The  state ' s  General  Fund  beginning  and  ending  fund 
balance  on  a  nonconsolidated  basis  is  zero,  since  any 
balance  in  the  fund  is  owed  to  the  consolidated  entity 
at  fiscal  year-end. 

4.  CASH  RESTATEMENT 

To  reflect  the  actual  June  30,  1979  cash  balance 
for  financial  statement  purposes,  the  Department  of 
Administration  restated  (increased)  Cash  in  Treasury 


13 


and  Accounts  Payable  balances  to  reflect  cash  paid 
during  the  1978-79  fiscal  year-end  adjustment  period. 
This  procedure  was  not  used  at  June  30,  1978. 
5.    FEDERAL  AND  PRIVATE  REVENUE  FUND 

The  entire  activity  in  the  Federal  and  Private 
Revenue  Fund  related  to  Comprehensive  Training  and 
Employment  Act  (CETA)  contracts.   The  CETA  program  is 
audited  for  the  state  as  a  whole. 
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BOARD  OF  PARDONS 


ALL 

FUNDS 

SCHEDULE 

OF 

EXPENDITURES  BY 

OBJECT 

FISCAL 

YEAR  ENDED  JUNE  30, 

,  1979 

Federal 

and  Private 

Revenue  Fund 

General 

(Unaudited  - 

Expenditure  Object 

Fund 

See  Note  5) 

Total 

Personal  Services 

Salaries 

$44,949 

$7,326 

$52,275 

Other  Compensation 

5,800 

5,800 

Employee  Benefits 

6,863 

1,066 

7,929 

Total  Personal  Services 

57,612 

8,392 

66,004 

Operating  Expenses 

Contracted  Services 

1,085 

Supplies  and  Materials 

1,379 

Communications 

3,858 

Travel 

8,977 

Repair  and  Maintenance 

198 

Other  Expenses 

395 

Total  Operating  Expenses 

15,892 
$73,504 

15,892 

Total  Expenditures 

$8,392 

$81,896 
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BOARD  OF  PARDONS 


BOX  7.  MONTANA  STATE  PRISON 
DEERLODGE  MT 59712 


0 


p^B 


THOMAS  L   JUDGE.  GOVERNOR 


1406)846  1404 


July  25,    1980 


JOHN  L  YNCH.  EXECUTIVE  SECRETARY 


RECEIVED 

JUL  3  0  i980 

MONTANA  LEGISLATIVE  AUDITOR 


Mr.  Morris  L,  Brusett 
Legislative  Auditor 
Room  135,  State  Capitol  Building 
Helena,  Montana  59601 

Dear  Morris: 

I  have  received  the  final  copy  of  our  audit  and  I  find  that  the 
contents  of  that  report  are  not  of  any  nature  that  would  cause  us 
to  object  to  final  adoption  of  the  report. 

We  have  requested  the  Department  of  Institutions,  as  you  recom- 
mended in  the  report,  to  propose  legislation  that  would  be  consist- 
ent with  the  Board's  staff  conducting  out  of  state  interviews. 

We  have  also  taken  steps  to  rectify  our  lack  of  the  chairman's  auth- 
orized signature  being  on  file  with  the  Department  of  Institutions. 

I  feel  that  the  last  point,  as  it  relates  to  and  is  addressed  to 
the  Department  of  Institutions,  could  best  be  handled  by  them. 

I  hope  this  meets  all  your  requirements;  if  not,  please  feel  free 
to  contact  us. 

Very  truly  yours. 


BOARD  0F  PARDONS 


John 


l^rrtctt.  Executive  Secretary 


JL/tw 

cc:      James   L.   Haubein 
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AN  taUAL  Ul'mHJUNIlV  IMPIOYIR" 


DEPARTMENT  OF  INSTITUTIONS 


THOMAS  L  JUDGE.  GOVERNOR 


STATE  OF  MONTANA 


(406)449-3930 


1539  ELEVENTH  AVENUE 


HELENA.  MONTANA  59601 


July    30,    1980 


^/  h  U 


Legislative   Audit   Committee  i>;iOfv I aji/i  Ubio><!lif.  AJiniTOR 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  Montana    59601 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by   the  Legislative  Auditor 
for  the  Montana  State  Board  of  Pardons. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  recommendations  is  attached. 

Sincerely, 


?   ...     ^. 
Lawrence  M.  Zanto 
Director 
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AN  tOilAl  OPPOnniNlTY  IMPl  oyfR 


RESPONSE  TO  AUDIT  ly^COMMENDATIONS  FOR  BOARD  OF  PARDONS 


RECOMMENDAT ION 

We  recommend  that  the  Department  of  Institutions  take  steps  necessary 
to  ensure  the  accuracy  of  Board  of  Pardons  accounting  records. 

The  Department  of  Institutions  agrees  with  this  Recommendation   and 
has  taken  the  appropriate  action  to  insure  the  accuracy  of  the  Board 
of  Pardons  accounting  records. 
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